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Gentlemen: 

We have ctr?eidered your appl ica tior? f o r  €!xomptibn from ~ c d e r a l  income 
t ax ,  aa a.1 organizat ion described i n  Section 501 ( c ) ( 7 )  of t h e  In t e rna l  

I 
Revenue C )de. I 

I 

?he evide?ce presented d isc loeea  t h a t  you were incorporated ***** *** ****, 
a s  a n o n - ~ r o f i t  non-stock corpora ti or^ im tho Statig of *******  . Your pur- 
pose aa e t r t e d  i n  your 'Art ic lee of ?hcorporation i s  to promote and enjoy 
the  s p o r t  01' motorcycling. Your purpose a8 otated i n  your app l i ca t ion  i e  ~ 
t he  promotion, education and enjoyment of m o t o r c y ~ l i n g  by those ind iv l -  
dua l s  with a  common i n t e r e e t  i n  euch a c t i v i t i e e .  lThe organizat ion s h e l l  
~ r o v i d e  members t h e  opportunity to moot, t o  enjoy the  apor t  a s  wel l  a s  
shar ing  such enjoyment with non-member8 thwugh ihdiv idua l  and conrnmi t y  
a s soc i a t ion ,  promotion and educat ional  pm&rams f b r  non-members. The 
promotional and educat ional  programs eha l l  include ~ r g ~ ~ i z a t i o n  and one- 
r a t i o n  of our  annual swap meet which w i l l  b r ina  together  motorcycle 
novicev with those having a  s i . g i f i c a n t  backgmund anci allow pa r t i c ipan to  
t o  see  and d i s c ~ ~ s t  with o the r s  t h e  mechanical equipment atrai lable  f o r  t he  . . 

1 

Sect ion  501 ( c )  c f  t h e  In t e rna l  Revenue Code of 1964 descr ibes  c e r t a i n  or -  
ganizatrono exempt fmm income t a x  under s ec t io+  $1 ( a )  and reads i n  p a n  
a s  follow8: I 

L 1 

"(7)  c lubs organized f o r  p leasure ,  recrea t ipn .  and n tha r  nnn-?mf i t . ah l~  
purposes,  s u b s t a n t i a i l f  a l l  of the  a c t i v i t i d g  of which a r e  f o r  euch 
purposes and no p a r t  of t he  n e t  earnings of  Jirhich inures  to t h e  b e n e f i t  
of any p r i v a t e  ehareholder.  'I I 

1 
Section 1 . 5 0 1  ( c )  (7)-1 of t h e  Income Tax ~ e g u l a t i a ~ r  providee, i n  p a r t ,  a s  
fol lows : 
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"In general ,  this exemptton extends to s o c i a l  and recrea t ion  clubs 
which a r e  supported s o l e l y  by membership f ees ,  dues, and assessments." 

Revenue Ruling 68-69, 1968-2 C.B. 220 s t a t e s ,  - t h a t  a club formed to m a i k .  . 
t a i n  a country c lub  f o r  t h e  p r o m t i o n  and enjoyment of .golf f o r  i t 6  membere, 
which rece ives ,  a s  hoat  of an annual golf  tournaments, subs t an t i a l  income 
f r o m  t h e  publ ic ,  and uses the  income f o r  club operahing expenaes and im-  
pmvementa i a  n o t  exenpt under I R C  9 1  (c) (7) .  I 

The organizat ion doee have an annual swap meet known a s  the  promotional and 
educat ional  program f o r  non-members, l h e  r ece ip t s  from t h i s  a c t i v i t y  a r e  
s u b s t a n t i a l  i n  m u n t  and no records were kept t o  separa te  member inconie 
fmm non-member income. - 
The o r i g i n a l  burden l o  on the  appl icant  t o  prove by a preponder.ance of t he  
evidence tha.t  it f a l l s  within the  ertatute, i . e . ,  t h a t  i t  i s  operatod f o r  
pleaeure and rucr.eationa1 pllrpoeee. We hold t h a t  the o r ~ a n i z a t i o n  has 
f ~ i l e d  on t h e  appl ica t ion  as  presented, t o  carry i t s  bul-den and t h e  ap- 
p l i c a t i o n  f o r  r e c o p i t i o n  of exemption from Federal incope tax a s  an or-  
gunf za t lon  described in  sec t ion  501 (c )  (7) i ~ ,  therefore ,  denied. 

I f  you do n o t  accept our  f i n d i n ~ s ,  we recornend thp t  yo11 request n con- 
ference with t h e  o f r i c e  of Regional Dfrpctor of Appca l~ .  Your request  
f o r  a conference sho\~ld ' inc lude  a wr i t ten  arpeal  giving the  f ec t a ,  law, 
and any o t h e r  information to support your , n s i i t i o ; ~  a s  explained i n  the  
enclosed Publicat ion 892. You w i l l  thec oe contncted to arrange a da te  
f c r  a conference. The conference may be held a t  the Regiocal o f f i c e ,  or*, 
i f  you r e q l ~ e s t ,  a t  sly mutually convenient M s t r i c t  o f f i c e .  

I f  we have n o t  received an appeal withtn la days f m a  the da te  of t h i s  
l o t  t e r ,  t h i s  comunicat ion w i l l  becoae our  f ina l  dp$ermination. 

Rlrt..her i n s t ruc t ions  concerning p ro te s t s  a r e  contobhed i n  t he  enclosed 
~ u ~ ~ i c a t i o n  892. 

.-• 

Any submissions must be s i ~ n e d  by onc of your pr inc ipa l  o f f i c e r s .  If the  
m t t e r  i s  t o  be handled by a representa t ive ,  the Conftnerce and Prac t ice  
Requirements regarding the  f i l i n g  of a Power of A t t o r n e y  qna evidence o f  
enrollment t o  p rac t i ce  must be rriet. 

Sincerely yours, 

lhc losures :  
Publicat ion 892 
F I O ~  6918 

******  *** ****  


